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Chapter 10

Payroll Setup

Objectives

After completing this chapter, you should be able to:
o Set up Payroll accounts in the Chart of Accounts (page 300)
¢ Understand Payroll Items (page 301)
e Use the Payroll Setup Interview to add Payroll Items (page 302)
e Use the Payroll Setup Interview to add Employee records (page 313)
¢ Set up Employee Defaults (page 322)

e Run Employee Reports (page 327)

Restore this File

This chapter uses PRSetup-12.QBW. To open this file, restore the PRSetup-
12.QBM file to your hard disk. See page 8 for instructions on restoring files. If
you are using QuickBooks Premier Accountant, we recommend that you toggle
to QuickBooks Premier General Business as described on page X.

In this chapter, you will learn how to set up QuickBooks to track your Payroll. In order to use
QuickBooks to track your Payroll, you must properly set up your Payroll Accounts, Payroll Items,
Employees, and Opening Balances. If you plan to process payroll manually or use an outside
payroll service, you will still need to set up QuickBooks to correctly record your Payroll
transactions.

You have five choices for using QuickBooks to track your Payroll:

1. Manual Payroll. You can prepare your own Payroll manually in QuickBooks without
the use of any tax tables. This option is not recommended for most users, but it is
provided if you want to manually calculate your Payroll. You may also want to prepare
Payroll manually if you use an outside Payroll service other than Intuit (e.g., ADP or
Paychex). With an outside Payroll service you would be required to re-enter Payroll
details into QuickBooks. This chapter uses Manual Payroll.

2. Basic Payroll. You can prepare your own Payroll in-house using QuickBooks Standard
Payroll. This option is recommended for users who want a cost-effective way to
maintain control and flexibility of their Payroll process. Basic Payroll utilizes up-to-
date tax tables that automatically calculate Employee deductions, and fills out the
company’s federal tax forms.

3.  Enhanced Payroll. This option is recommended for users who need a comprehensive
in-house Payroll solution that offers all the features of Standard Payroll plus additional
features like state Payroll forms, workers' compensation tracking, and one-step net-to-
gross calculations. Like the Basic Payroll option, Enhanced Payroll utilizes up-to-date
tax tables that automatically calculate Employee deductions, and fills out the
company'’s federal tax forms.

4. Online Payroll. intuit Online Payroll offers many of the same features as Enhanced
Payroll, including state Payroll forms, workers’ compensation tracking, and tax tables.
Because it is available online, this Payroll option doesn’t require QuickBooks and can
be accessed when you are away from your QuickBooks data.
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5. Assisted Payroll. This option is recommended for users who want all the flexibility of
processing their own Payroll found in Enhanced Payroll, but would like Intuit to
complete all of their tax filings, deposits, and W-2s.

For detailed information on the differences between these options, select the Employees menu,

select Payroll, and then select Learn About Payroll Options. Intuit occasionally makes
changes to their Payroll options between version releases, and there may be changes since the
publication of this book.

Checklist for Setting up Payroll

Like the setup of your company file, the proper setup of your Payroll is the most important
factor in getting it to work well for you. Table 10-1 provides you with a checklist for your
Payroll setup. Make sure that you complete each step in the order given unless it really does

not apply.

*
Payroll Setup Checklist
Gather information about each of your employees, including the name, address, social
security number, and W-4 information.

Activate the Payroll function in Preferences.

Set up Payroll Accounts in the Chart of Accounts. Example accounts: Gross Wages, Payrolt
Tax Expense, Federal PR Tax Liabilities, and State PR Tax Liabilities.

Enable your QuickBooks file for Payroll processing, either manually or by signing up for
one of QuickBooks Payroll services.

Using the Payroll Setup Interview, set up Payroll Items, Payroll Vendors, Employee defaults,
Employee records, and year-to-date Payroll figures.

Add additicnal Payroll Items directly from the Payroll Item list.

Edit Payroll Items to modify the Vendor information and the way the Items affect the
Chart of Accounts.

If setting up mid-year, enter year-to-date information for additional Payroll ltems on the
Payroll list for each Employee, and enter year-to-date liability payments.

Verify Payroll Item setup, Employee setup, and the Vendor list.

Proof your setup. Use the Payroll Checkup wizard and compare reports with your
accountant’s or Payroll service's reports. The Payroll Checkup wizard is not covered in this
chapter.

Table 10-1 Payroll Setup Checklist

Key Term - W-4: Form W-4 is the IRS form that each of your employees must
complete when you hire them. The IRS requires employees to provide you with
their name, address, social security number, and withholding information on
this form. The Internal Revenue service has many payroll forms available online
at www.irs.gov. For form W-4, enter W4 in Search field.

Payroll Accounts

In your Chart of Accounts, confirm that you have all of the accounts you want to see on your
Balance Sheet and Profit and Loss Reports. Academy Photography uses the following accounts
for Payroll. These accounts are already set up in the practice file.

Example Liability Accounts for Payroll
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_.._lype
Other Current Liabiity

1 24000 - Payrol chites T

+24010 * Company Payrol Taxes Payable Other Current Lisbility 363:00
+24020 * Employee Payrol Taxes Payable Other Curent Liability 0.00
+ 24030 - Other Payrol Liabiities Other Current Liability
24200 - Line ofScadit
.4 + 24500 - Advarce Custemer Payments Cther Current Liabikity

+] » 25500 - Sales Tax Payable Other Current Liabiity 138.31 5
127000 - Trudc Laan Long Term Liability 12,000.00 4
030000 Opent Equity 3.00 -

it lDIndudenactve .
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Flgure IO 1 Payroll Lmbrhty Accounts' ]

Example Expense Accounts for Payroll

i 065000 Payroll Expenses

+65010 - Gross Wages Expense

¢65030 - Payroll Tax Expense Expense

+65040 - Employee Benefits Expense

+65050 - Officer’s Compensation Expense
.hw, B
%1 ¢ 66700 - Professional Fees Expense
i ¢ 67100 * Rent Expense Expense 5
1267200 * Repakrs and Maintenance Expense !
; [__Acﬁvmes * ][ Regorts v] w [ indude inactive
i (Ao A GO I o s TR PRk mﬁﬁ'ﬂw& BT 1o o oo Pl A S B 5 Rl P I 2 b B, Fob 3 i v T oms bl 2t

Figufe 10-2 Payroll Expense Accounts

If you are not sure which accounts you should include in your Chart of Accounts, ask your
accountant. However, you should normally have only a few subaccounts associated with the
Payroll Liabilities account, and a few subaccounts associated with the Payroll Expenses
account. Do not add unnecessary accounts and subaccounts to the Chart of Accounts, since the
detailed tracking of Payroll comes from Payroll Items and not accounts.

If your Chart of Accounts already has too many accounts or subaccourts, you can merge some
accounts until you have a manageable number of accounts.

Payroll ltems

Payroll Items are used to track the compensation, additions, deductions, and other employer-
paid expenses listed on the employee’s paycheck. These Items include wages, commissions,
tips, benefits, taxes, dues, retirement plans, and any other additions and deductions to an
employee’s paycheck. Like other QuickBooks Items, Payroll Items are connected to the Chart
of Accounts so that as paychecks are created, the accounting behind the scenes is handled
automatically. In addition, Payroll Items are used to accumulate Payroll Liabilities. Figure 10-3
shows the Payroll Item List after the Payroll Setup Interview, which is discussed beginning on
page 302, has been completed.
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, Am\.ldu'nlt l‘axTradci'lg PayableTo . Account]

-[Salary Vacation I
Hourly Regular Hourly Wage '
Hourly Vacation Hourly Wage :
Commission Commission 0.0%

-|Borus Bonus 0.00 Compensa

|401k Deduction Deduction -4.0%| -16,500.00401(k) Merrll Lyrch 99-1133334 Y

" |Medical Insurance Deduction -10.00 None G,

*|Match 401k Company Contribution 2.0%| 5,500.00 |None i

- | Advance Eamned Income Credit  |Federal Tax Advance EIC Pay... |EFTPS 11-3456789 5

|Federal Unemployment Federal Tax 0.8% 7,000.00|FUTA EFTPS 11-3456789

* |Federal Withhoiding Federal Tax Federal EFTPS 11-3456789 |

_|Medicare Company Federal Tax 1.45% Comp, Medicare  |EFTPS 11-3456739 4

: |Medicare Employes Federal Tax 1.45% Medicare EFTPS 11-3456789 ‘é

! | Social Seaurity Company Federal Tax 6.2%| 105,800,00|Comp, 55 Tax B-TPS 11-3456789 ]

. |5odal Sequrity Employee Federal Tax 6.2%| -106,800.00|5S Tax EFTPS 11-3456789 §

1CA - Withholding State Withholding Tax SWH EDD 123-4567-8 §

--{CA - Disability State Disabiity Tax 1.1% -90,669,00|501 EDD 123-4567-8 4

! [CA - Unemployment State Unemployment Tax 3.4% 7,000.00|Comgp, SUT EDD 12345678 7|

..|CA - Employment Training Tax ~ |Other Tax 0.1% 7,000.00|Co. Paid Other Tax [EDD 12345678 '3

| L.umm..il tettes .2, fomone,.2

:gure I 0- 3 Payroh' Item Lrst

The Payroll Setup Interview

The Payroll Setup Interview is a set of windows similar to the EasyStep Interview that walks you
through the setup of Payroll. Using this wizard is optional, but if you are starting from scratch
(as shown here), you will probably find it helpful. Even if you have existing Payroll, the
wizard can take the guesswork out of setting up new benefits and wages for your Employees.

COMPUTER PRACTICE

Step 1. From the Employees menu, select Payroll Setup.

Step 2. QuickBooks displays the QuickBooks Payroll Setup window shown in Figure 10-4. Click
Continue.

QuickBoots Paytoll Setp 1 mina A Ao g b T b o AL M e 1 b

Payroll Setup Welooma $o QuickBooks Payrall Setup
o 1 Iatroduction
7 2 Compaky Sctag el wak you through seting up the basics of payroll by sskong you questions and ghg you quidarce
f - 3Ewmplovee Setup slong the way. Yihen youte done with setup, youl be ready bo start using QuedBooks Payral -
= 4 Taxes autormized just for vou!
1 5 Yok tiy-Dabe Payrols
i - G Fimixhing Up Before you begin:

L. Review the pavroll satuo chagklist,
Z Gather al the doauments and nformation ahead of time that youl need to andwer the Nterdew
asvone.

Figure 10-4 Payroll Setup Interview window

Setting up Compensation and Benefits Payroll Iitems

In this section of the setup wizard, you will set up compensation Items (i.e., hourly wages,
salary wages, bonuses, commissions, etc.).
COMPUTER PRACTICE

Step 1. QuickBooks displays the Compensation and Benefits section in shown in Figure 10-5.
Click Continue.

-
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QuickBooks
Payrell Selup Company Setup: Comgensation and Benelits
o 1 lstreductisa i
=4 A Compasy Setug | inthssecion, VO A YT st B pasrod additons.
5 Cimpnsation t dedactions, Gather the faloxing Infrmabon i help vou sreeer o Questions.
i Employe Bescllts |
3 kmployes Setap | 4 Types of compemsation s gve 10 your empkryces, such 23 heuty wiges, salaried wages,
Atney Sormses, conmesane, and s
5 Year-te-Dute Payrols

I

* Trpes of benelits vou offer your rpicvees, sch s beafth insurance, dentalraurance, WK
Sck imarve, Fiexdie Sper Foa)

Trpesof

Figure 10-5 Payrolf Setup Interview — Step 2 - Compensation and Benefits

Step 2. QuickBooks displays the Add New window and pre-selects Salary, Hourly wage and
overtime, and Bonus, award, or one-time compensation (see Figure 10-6). Select the
Commiission Other compensation ltem and click Next.

(" Add New

Tell us how you compensate your employees
Choose afl that apply:
V] selary
{¥] Hourly wiage end overtime

[¥#] Bonus, 2ward, or one-time compensation

Other compensation / Select the
] Commission Commisslon ltem.

; [ Tips
i Piecewark Explain

Figure 10-6 Payroll Setup interview - Add New compensation options

Step 3. In the next screen, QuickBooks wants to know how commissions should be
calculated. Select Percentage of sales (or other amount) and click Finish (see
Figure 10-7).

[ Add New

Tell us about commissions

tigw should comr be calculated?

£y Dollar amount per units sold (or produced)

4 Parcentage of sales {or other amount}

figure 10-7 Payroll Setup Interview — commissions calculations

Step 4. QuickBooks displays the Compensation list shown in Figure 10-8. At this point, we
need to modify this list by editing some of the names and adding new ones.
[ QuickBooks Payoll Setup | T a
QuickBooks
Payroli Setup Review your Compensation fist
‘W 1 katroduction
iV 2Company Setup
:y+ Compensation - Com X Degcrigs
\4; Emplayee Benehts Double-time hourly Overtime Hourly
= oy . Haurky Heudy
= 4 Taxes Overtime (xL1.5} hautly Overtime Hourly
5 Year-to-Date Payrolls Salary Salary
' 1 Efinkling p Bonug Bonus
Cummission Caommission

Figure 10-8 Payroll Setup interview — Review the Compensation list
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Step 5. To change the name of the Hourly Payroll Item to Hourly Regular, select Hourly from
the Compensation list and click Edit.
Step 6. Type Hourly Regular in the Show on paychecks as field (see Figure 10-9) and select
Payroll Expenses:Gross Wages from the Account name drop-down list. Then click
Finish.
£t Houry =
Edit Hourly

* shown on prychecks as riourly Regular

Payrall item is Addve »  Explain

Expense account
Areount type Bxperse »  Explain

Lrcount nama Emiroll Expenses:Gross YWages Dopense

Figure 10-9 Edit Hourly Pay window

Step 7. Edit or delete the rest of the default compensation Items, renaming and editing the
accounts to match the table shown in Table 10-2. Leave all other fields set to their
defauits as you edit the Items.

f Default Item Name Change to this Change to this Account

| _ Name
: | § Double-time hourly Delete this Item Delete this Item
il ! Hourly Hourly Regulatr Payroll Expenses:Gross Wages
it |  Overtime (x1.5) hourly Delete this ltem Delete this Item
‘ i Salary Salary Regular Payroll Expenses:Gross Wages

j Bonus Bonus Payroll Expenses:Gross Wages

I ‘ i Table 10-2 Compensation item Names and Accounts

figure 10-10 Compensation ltems after renaming

Step 8. When you're finished editing the default Payroll Items, your list will look like the one
: in Figure 10-10.
E * Compensalion
s ........... - ourivRequIar .....................................................................
; E Satary Reqular Salary
‘ [ Bonus Bonus
| i Commission Commission

i | Step 9. Click Continue to set up Employee benefits.

Medical Insurance Deduction

Step 1. QuickBooks displays the Set up employee benefits window. Click Continue.

Payroll Setup — The Payroll Setup Interview

e B e e S L o P T T ™




Payroll Setup — The Payroll Setup Interview 305

oo oot Seur | OREGE S =]
Payroll Setup Set up emplayee henefits
V' 1introduction
i 2Company Sctep In this secion, youll tel us about the benafits you provde tn your employees, Gather the fowng
v Compemsation nformation for each employee to help you arswer our queshons.
b Empioyee Benefits.
i 1 Insumance Bewefils These benafis can indude:
{7} Retiremsst Benefits + Health nswance
{7 Poid Tinme Off . Dental insurance
1 Miscelancous + Resrement benefits such a3 49 tk or A plan
3 Employer Setup

Figure 10-11 Payroll Setup Interview — Set up Employee benefits

In this section of the setup wizard, you will set up the benefits you offer (health insurance,
dental insurance, retirements plans, etc.), and any other additions or deductions that affect
the Employees’ gross income (e.g., expense reimbursements, dues, garnishments, etc.). If your
company provides benefits, there are three options for allocating the costs between the
company and the Employee. First, the company could pay the entire expense; second, the
company and Employee could share the expense; and third, the Employee could pay the
entire expense.

If your company pays the entire expense, Payroll is usually not involved. However, there are
certain circumstances when you would need to adjust the W-2s to include the benefits. Check
with your tax professional.

If the costs are shared between the company and the Employees, or if the Employees pay for

the entire cost via Payroll deductions, use a Deduction Item to track the deductions. The
following method is the simplest way to handle this type of deduction in Payroll:

Now, we will resume the exercise.

COMPUTER PRACTICE

Step 1. In the Set up insurance benefits page (Figure 10-12), click Health insurance and then
click Next.

(" Add New I T

Set up insurance benefits

What kinds of insurance benefits do you provide for your employees? Choose afl that apply:
[} My company does not provide insurance benefits
| Health insurance
{7} Denta! insurance

{ 1 vision insurance

E Other Insurance |

Figure 10-12 Set up insurance benefits page

Step 2. Select the option for Both the employee and company pay portions, as shown in
Figure 10-13, and then click Next. ®

Even though Academy Photography pays most of the health insurance costs, this
Item will be set up to deduct a portion of the expense after taxes from paychecks.
We'll have to modify it later to connect the Payroll Item to the health insurance
expense account. Make sure to leave the Payment is deducted after taxes option
selected.

Payroll Setup — The Payroll Setup Interview
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[ Add New -

Tell us about health insurance

How is Health Insurance paid?

. Compoany pays forall of it
@ Both the employee and company pay portions

< Employee pays forali of it

Is the employee portion ded 4 before or after taxes are cakculated?

& Payment is deducted alter taxes Help re decide which one
to choose.

:"; Payment is deducteg BEFORE taxes (section 125)

Figure 10-13 The health insurance Payroll item setup screen

Step 3. in Figure 10-14 the Payrolf Setup Interview asks if you want to setup the Payee,
Account #, and Payment frequency. Leave | don’t need a regular payment
schedule for this item selected and click Finish.

@ I[don't need o regular payment schedule for this item

Figure 10-14 Setting up the payment schedule window

Step 4. The Insurance Benefits list window displays.
QuickBooks Payro Setup _ o

QuickBooks

Payroll Setup Review your Insurance Benefits list

¥ 1 Intreduction

“ Insurance Rem Description
L MeethnswancefGomsaryesdt | fermpary-Pad Heaith T .
t Heeith Insurance {taxable} After-Tax Employes-Paid Heaith

Figure 10-15 Insurance Itemns list

Notice in Figure 10-15 that QuickBooks has added two Payroll Items. One Item, Health
Insurance (company paid), was added to track the accruals for the employer portion of the
health insurance costs, and the other Item, Health Insurance (taxable), to track the Employee
deductions. However, for our example, the employer pays the health insurance bill by directly
coding the bill to Health Insurance expense. Then, the employer deducts the Employees’
portion of the health insurance costs from their paychecks. So we'll delete the Health Insurance
(company paid) Item because we won't accrue the employer’s portion of the health insurance
costs through Payroll.

Payroll Setup — The Payroll Setup Interview
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Step 5. Select the Health Insurance (company paid) Item (see Figure 10-15), and then click
Delete. i
Step 6. Click Yes on the Defete Payroff Item window.
Step 7. Next, select the Health Insurance (taxable) ltem and click Edit (see Figure 10-16).
Change the name to Medical Insurance in the Show on paychecks as field and click
Next.

Edit : After-Tax Employee-Paid Health ™

Edit After-Tax Employee-Paid Health

“showonpaychecksas  Medaallnsurance |

Payroll item is Active - Explain

[ Track expenses by job Explain

FJgure 10-16 Edit: After-Tax Employee-Pard Health window

Step 8. Click Next to skip the option to edit the payment schedule and move to the next
window,
Step 9. In the Edit After-Tax Employee-Paid Health section, change the Account type to

Expense. ignore the warning displayed next to the Account name that the Account
type must be a liability account, and select Insurance Expense:Health Iinsurance
Expense from the Account name drop-down list (see Figure 10-17). Then click Next.

Edit : After-Tax Employee-Paid Health

Edit After-Tax Empfoyee-Paid Health

Liability account
Account type Expense - Explain
= Account name _Igl;aﬁceap;ns-e—health Irl'lisvuTarrlce Expense Expense « i
Tl - e v, P IS P G cprsttit, | P . P

Figure 10-17 Account type and Account name window

Step 10. Leave the defaults in the tax tracking type wmdow and cllck Next (see Flgure 10-18).
Edit : After-Tax Employee-Paid Health. = !

Tell us which taxes apply 1o this item

Tax tracking type E None +| Explain

@ Use standard tax settings

{7y Customize tax settings

Use Mone” onlylfd'nsﬂzmhnsmtaxcomeq.mces Ifﬁﬂsiﬁaﬂistaxabiehm
youmustchooseataxtr typeo

N oo g WA 2T S

Figure 10-18 Tax tracking type window
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Step 11. Change the default rate to 100.00 and click Finish (see Figure 10-19),

( Edit: After-Tax Employee-Paid Health ..~ .

Tell us how to calculate the amount

Choose a method to cakadate the amount then specdify a defaust.

* Celeulate amount Do not calculate, Enter flat amount. -
Default rate or amount $100 Explain
Limit type Annual limit (r'eé;t'acuual on Jnn'l) T
Default limit : | EBxplair

Figure 10-19 Setting the default rate

Step 12. You will return to the Insurance Benefits list. Click Continue,

401 (k) Employee Deduction and Company Match Items

If you have a 401(k) plan, you can set up Payroll Items to track the employer contributions
and the Employee contributions (salary deferral) to the plan.

COMPUTER PRACTICE

Step 1. On the Tell us about your company retirement benefits screen (Figure 10-20), click on
the 401(k) Item and click Next.

[ Add New -

Telt us about your company retirement bensfits

What retirement benefits do you provide your employees? Select all that apply.

{7} My company daes not provide retirement benefits

¥} 401(k) {most common)

[} My 401k} plan includes a designated Roth centribution, (Roth 401(k)}

Figure 10-20 Adding the 401(k) Payroll ftems

Step 2. Click Finish to accept the default selection and not set up a regular payment
schedule for the 401(k) at this time. ‘
Step 3. Next, edit each of the default Items shown in Figure 10-21. First, select the 407k Co. :
Match item and click Edit. |

ST TR R R R R

QuickBooks

Payroll Setup Revlew your Ratirement Banefits list

' Retiremotion Descriplion
fLAnkTo Mot T T a0 comomy Mare T T
L 401K Emg, 401(k)

Figure 10-21 The default item names for 401k

Step 4. Type Match 40Tk in the Show on paychecks as field (see Figure 10-22). Click Next.

Payroll Setup — The Payroll Setup Interview
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" Show an paychecks as

Payroli item is Active ' - Explain
7| Track expenses by job  Explain

LI gl SR ALS SR OF SV
Figure 10-22 Modifving the Company Match item name for 401k

Step 5. Type Merrill Lynch in the Payee (Vendor) field and 99-7733334 in the Account # field
and click Next (see Figure 10-23).

21 e R ETRE R

("Edit: 408() Company Match 7

il -

Edit the payment schedule for 461(k) Company Match

Payee (vendor) Herll Lynch v Explain
Account ® 189-1133334 .

{The number thepayee uses toidentify you, Bxarmple; 99-92999%)
Payment frequency .=, yyeekdy, on . M?"diy,,, - , for the previous week's jes

' Monthly, on the I 1~ day ofthe month for the previous month's kabties

> Quarterly, an the 1 * day of the month for the previous quarter's iabiities

<y Annually, on . January ~ : 1 - for the previous year's habiities

@ 1don't need a regular payment schedule for this tem

Figure 10-23 Modifying the Company Match ltem Payee and Account # for 407k

Step 6. In the Expense account section, select Payroll Expenses: Employee Benefits from the
drop-down list in the Account name field. You may need to scroll up to find this
selection. In the Liability account section, setect Payroll Liabilities: Other Payroll
Liabilities from the drop-down list in the Account name field. (See Figure 10-24.)
Click Next.

Edit 401{k} Company Match

Expense account

Account type Expﬂern'semw o . Explain
= Account name ‘Payroll Bpenses:EmployeeBenefits  Expense v
Liabifity account

Account type Liability v Explain
~ Account name P'ayl;ﬁli)l:ilalsii.iiie.vsgdt-l'l-t_!r--i’avroll Liabiﬁ;ﬁ OtherCurrentLiability -

Figure 10-24 Modifying the Expense account and Liability account information

Step 7. On the next window, leave the Use standard tax settings checked and click Next.

Step 8. On the Tell us how to calculate the amount screen, enter the information shown in
Figure 10-25 and then click Finish.

Payroll Setup — The Payroll Setup Interview
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Edit : 401(k) Company Match

Tell us how to calculate the amount

Choose & method to calculate the amount then spadfy a defaut.

* Lalculata amount 2s & percentage of pay -
Default rate or amount 2% Explain
Limit type Annizal Iimit'[reset acarual an 1an 1) o -
' Default kinsit 5,500.00 Explain

Figure 10-25 Setting the calculation method, amounts, and limit for 401(k) contribution ftem

Step 9. You will return to the Retirement Benefit list window. Select the 401k Emp. Item and
click Edit.
Step 10. Enter the data as shown in Figure 10-26 and then click Next.
Edit 401(k}

~ Show an paychecks as fﬂﬁlchducﬁun

Payroll item is Active + Buoplain

[T} Track expanses by job  Explain

Figure 10-26 401(k) Deduction Iltem

Step 11. Enter the data as shown in Figure 10-27 and then click Next.

Edit the payment schedule for 401(k}

Pavee (Vendor} mLynd-'l o v Explain

Account = _99711373334 . .
(The number the pavae uses ta identify yCu. Exampie: 95-5¢993K}

Payment frequency (5 Weekly, on ?Hn'ﬁday . ! o the previous week's kabites
&5 Monthly, anthe 1% - 4oy ofthe month for the previous monthis kabities
¢ Quarterly, on the Ll o day of the month for the previous quarter's fablites |
£ Annually, on E}apuary___ s 3 [} o for the previous year's ablities :
& 1don't need a regular payment schedule for this tem 3

Figure 10-27 401(k) Payee and Account #

Step 12. Enter the data as shown in Figure 10-28 and then click Next.

Edit 401(k}
Liability account
Account type Liability - Explain
“ Actount name “payrali Liabilities:Other Payroll Liabikies  OtherCurventLiability »

Figure 10-28 Setting the payee and account for the 401 (k) Deduction ltem.

Step 13. Leave the Use standard tax settings checked and click Next.
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Step 14, Enter the data as shown in Figure 10-29 and then click Finish.

Tell us how to calculate the amount

Choose a methad to calcutate the amount then specify a default, : ; |

* Calculate amount asa percentage of p.ay. Ty - -

I

Default rate or emount 4% o i Explain ' IE
Limit type VAnnu.ai Ii;nii: -(re_s_ei-;c:'-f_;al_ﬁn -J-én 1)- : E ‘
Defautt limit ‘16,500.00 | Explain ?

Figure 10-29 Setting the calculation method, amounts, and limit for 401 (k) deduction Item

You're now finished with setting up the retirement benefits portion of your Payroll Item list.
Your Payroll Setup Interview should now look like Figure 10-30.

* Retirement Rem Descripion
Atk Dedudion ol |
Match 401k 401(k) Company Match i

Figure 10-30 Progress in the Payrolf Setup Interview.

Step 15. Click Continue to proceed to the next section of the setup.

Note:

If you have 401(k) deductions for several Employees, you'll probably want to set |
up separate Deduction Items for each Employee. Enter the Employee’s account &
number in the Enter the number that identifies you to agency field. That way, 5
when you pay your liabilities, the voucher of the liability check lists deductions
separately for each Employee. Alternatively, you could use just one Deduction
Item and send a printout of your Payroll Summary Report with your payment to
the 401(k) administrator. Filter that report to show only the 401 (k) Deduction .
and the Match 401 (k) Items. You'll have to handwrite the account numbers for o
each Employee on the report. |

Paid Time Off Payroll Items

If you pay Employees for time off, the Payroll Setup Interview will walk you through creating
Items to track and pay vacation or sick pay.
COMPUTER PRACTICE

Step 1. On the Set up paid time off screen (Figure 10-31), click on the Paid vacation time off j
Item and click Finish. i

Payroll Setup - The Payroll Setup Interview ‘
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Add New . @

Set up paid lime off

Wnat kincts of paid tme off do you pronade foe vour employees? Choose ol that spoly:
¢ My employees do not get paid time off

7 Paid sick time off

+: Paid vacationtime off

what if ity company offers paid time off that an be ysed far
20y redg zn’

ngure 10-31 Adding Paid vacation Payroll ltems

Note:

If you have a “Paid Time Off (PTO)” policy instead of separate sick and vacation
time, you can use either Sick or Vacation time to keep track of how much PTO
you offer your Employees. Rename it on the Payroll Preferences so that when it
prints on your paychecks and pay stubs, it appears as Paid Time Off. Within
QuickBooks, however, it continues to appear as either Sick or Vacation,
depending on which one you choose.

Step 2. Next, edit each of the default items shown in Figure 10-32 to match the data shown
in the subsequent screens. First, select Hourly Vacation and click Edit.

Review your Paid Time Off list

* Paid Time Off Descripion
" HowrlyVagation T VAGHONTEKEN

¢ Salary vacation Vacation Taken

Figure 10-32 The default item names for vacation tracking

Step 3. Set the expense account to Payroll Expenses:Gross Wages as shown in Figure
10-33. Then click Finish.

Edit ; Vacation Taken

Edit Vacation Taken
* Show on paychecks as My Yacaton

Payroll item is. Active v  Explain

Expense account
Account bype Expense ~ Bgplain

** Account name .F;a-y;;-taliéxpensés:Gréss\Vag.es T Expense -
[“W*\."‘W’ -, xﬁ“w‘_'.w\wdxr,”’\
Figure 10-33 Modifying the Hourly Vacation ftem

Step 4. Next, edit the Salary Vacation item to match the Account shown in Figure 10-34.
Then click Finish.
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Edit: Vacation Taken .12,

Edit vacation Taken

“ Shaw an paychecks as Salary Yacation

Payroll itam is Adtive ' ~  Explain : ‘
B
4 |
1 Expense account %
J Account type Expense v  Explain l”
Hi S PSP
* Arcount rame Payroll Bpenses:Gross Wages Bpense - ! !
i

Figure 10-34 Modifying the Salary Vacation ftem : ‘i

You're now finished with setting up the Paid Time Off portion of your Payroll Item list. Your
Payroll Setup Interview should now look like Figure 10-35. ]

[ QuickBocks Payrolk Setup - il 0L v ol np

QuickBooks
Payroll Setup ! Review your Paid Time Off list
¥ 1intreduction : g
s/ 2Company Setep |:
s} Compensation = paidTime OF Descriphon 1i
¥ ace o Howtewecabion L MeeetenTaren
/j Tavurance Benedts . Salary vacation Vacation Taken
T=p Paid Titne OFF
'} MisocRaneous |
i 1 3Employee Setup

Figure 10-35 Progress in the Payroll Setup Interview.

Step 5. Click Continue to proceed to the next section of the setup.
In the next section, you can set up other types of additions and deductions that are relevant
to your company. The process is similar to the earlier steps and you can follow the onscreen ’
instructions.

Add Hew

Set up additions and deductions —‘
Tl us shout anything else that affects your employees’ paycheda. Chosoe 8l that &plr:

AddRtions
£3 Cash advance
{75 Tonable fringe benefits EBzign
[ {Mbagesrburanen Emlain
§ tRscelanesus g bon Emien

Figure 10-36 Other additions and deductions screen

Step 6. Click Finish to skip the screen shown in Figure 10-36.
Step 7. Click Continue to advance to setting up Employees.

Setting up Employees

COMPUTER PRACTKCE
After you have set up your Payroll Items, the setup wizard takes you through setting up
Employees.

Payroll Setup — The Payroll Setup Interview
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[ QuickBooks Payroll Setup -,

QuickBooks
Payroll Setup

‘o 1Introduction
(¥ 2Company Setup
‘=p 3 Employee Setup
| Employee List
1 ATaxes
5 Year-to-Date Payrolls
[t & Fnishing Up

Sat up your employees

In this section, you'll ted us about your emplayees, Gather the following nformation to help you answer
owr questions.

» Employee's completed W-4 form

+ Pay rake (hourly, salary, commission, elc.}

+ Paycheck deductions (401{k), insurance, gamishments, etc.)

+ Sick/vacation hours balance (if appliicable)

» Direct deposit information {use a voided check, not deposit sip, of the emplayee's bark
acoount)

« Hire date

= Termination date (if applicable)

Figure 10-37 Set up Employees starting point in the Payroll Setup Interview.

Step 1. On the Set up Employees window (Figure 10-37), click Continue.
Step 2. Enter the lnformatlon shown in Figure 10-38 and then click Next.
Employee Kati Reynolds ; 7 e W )

Enter employee’'s name and address

iegal name
First name lKau - ' B | oMLl '

* Last name Reynolds |
/ Print on check a5 KatiReynolds B
§ Employee status  Active + Explain
4

Contact information
! * Home Address L432Enos Lane Tt
H i
| = City Danvile
i e
' * State CA - California v
'_: = Zip Code 94501 i

hrfﬂa“r“4r’m

Figure 10-38 Entering Kati Reynolds” address information

Note:

QuickBooks uses the Employee name fields (first name, middle initial, then last
name) to distinguish between Employees. Therefore, if two Employees have the
same name, you must not use their exact names in the Employee list. If
necessary, add or omit a middle initial to distinguish between different
Employees with the same name.

Step 3. In the hiring information window, enter the data as shown in Figure 10-39 and then

click Next.
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Employee Kati Reynolds

Enter Kati Reynolds's hiring information

Employee type R_egl..xla-r. T «  Explgin
Other hiring information
| - sodal security = 333-22-9321
1 = Hire date (mmiddryvy) 3/26/2007

Release date

Birth date 33111971

Gender Female

: M-M“J‘%M\*

Figure 10-39 Hiring information window for Kati Reynolds

Step 4. In the wages and compensation for Kati Reynolds window, enter the information as
shown in Figure 10-40. Then click Next. 4l
( Erployes Kati Reynolds e 5. "%

Teli us aboul wages and compensation for Xati Reynolds
Pay frequency Twdce 2 month (.Semimon.thl;)- ) - i

what regular ion does Kati Ids receive? . |
{_) Employeels pa:d houriy [ ‘

@) Employee is paid on salary ! :

: % Employes does not have any base compensation

R i

Salary amount /60,0000 © o Par Year v
Regular waces { Amount Beacription
. Bonus : i default amount H
: !
: ] Commission ! % commission

Figure 10-40 Pay frequency and compensation window for Kati Reynolds

Step 5. Select the benefit Items as shown in Figure 10-41. Then click Next.

rEmploychaﬁR:ynolds CroE ST i : IR &S

Tell us about benefits for Kati Reynolds

For each benefit, spedfy the amount to be deducted per paycheck {for example, 5100 or 10%:). Enter the annual limit

to be deductad as a § amount.
#| Use ftem l Descriptien | (;‘"::".2; L’?"m?‘"{asl)
1 [  4b1k Deduction © o §006 | 16,500.0]
| 2 ¥l  Match 40tk 7 §0.00 ] 5,500.00 |
| 3  Medical Insurance - $100.00 7  0.00¢

Figure 10-41 Selecting the benefits ltems to add to Kati Reynolds’ paychecks

Step 6. Enter the vacation time calculation method for Kati Reynolds as shown in Figure
10-42. Leave the Current balances blank. Then click Next.
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Employee Kati Reynolds
How is vacation time off calculated for Kati Raynolds?
Cakeulation
; Kati Reynolds earns 80:00 hours peryear -
|
! Unused vacation hours have an accrual limit v
i
; Maximum houss :200:00
i
i
Kati Reynolds earns time off c.l..u:re.ntiy Ty
N . . N Y
Figure 10-42 Vacation time calculation for Kati Reynolds

Step 7. Click Next to skip the direct deposit information screen.
Step 8. Enter the information shown in Figure 10-43 and then click Next.
("Employee Kati Reynolds R

Tell us where Kati Reynolds is subject to taxes

° State subject to withholding CA - Catifornia - Explain
Usually where the employee lives

¢ State subject to unemployment tax CA ta-hfo;!'-hi;_"m - Explsin
Usually where the employee woiks

While working for you in 201%, did Kati Reynolds live or work in ancther state?
& No

o Yes

Figure 10-43 State information for Kati Reynolds

Step 9. Enter the federal tax information as shown in Figure 10-44 and then click Next.

Employee Kati Reynolds

Enter federal tax information for Kati Reynolds

Filing Status Married

Aftowances 2 | Bemlain

Extra Withholding : Explain

Nonresident Alien Withho!ding boéshbtabpw T v l3in

HIRE Act Exemption Not 2 qualified emplt;\;;;77 - lain

Withholdings and Credits:

Most emplovees’ wages are subject to the folowing withholdings; also, most employees are not eligible for the
Advance Earned Income Credit. Incorrectly changing the selections below will cause your taxes to be caladated
ncoracty, resulting in penalies; be sure to chedk with your tax agency or accountant if you are unawre,

[¥#} Subject to Medicare Explain

i Subject to Social Security Explain
i Subject to Federal Unemployment
; [T Subject to Advance Eamed Income Credit Explain

Figure 10-44 Kati Reynolds’ federal tax information

Step 10. Enter the state tax information as shown in Figure 10-45 and then click Next.
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rgnployeexatiReymﬂs e

|

Enter state tax information for Kati Reynolds i
|

I

CA - Califormia state taxes
Filing Status Married {two incomes) » Baplain
Regular wWithha!ding Allowances 2 ' Bxolain
Estimated Ceductions ) Explain
Extra Withholding :
Most employees' wages are subject to the following withholdings. Incorrectly changing the selections below wil
cauge your taxes to be calodated incorrectly, resulting in penalties; be sure to check with your tax agency of |l
accountant if you are unsure,
[J] Subject to €A - Unemployment

iw] Subjectto CA - Empioyment Training Tax

[/} Subject to CA - Disabiliy

@ Mo

N Some of the taxes for employees wiho changed locations aren't
iy Yes listad here. Why? i

I

|
Is this employee subject to any special ocal taxes not shown above? ‘
Figure 10-45 Kati Reynolds’ state tax information

Step 11. Choose $ (State Plan for Both Ul and DI) from the Setup wage plan information for Kati
Reynolds as shown in Figure 10-46.

Emgployee Kati Reynolds

Setup wage plan information for Kati Reynolds

Salect a California wage plan code for this einployee,

Wage Plan Code 5 state Plan For Bothvii1 and b1} -
Getcode informatign 5 (State Fian For Bolh Uland D) -

Empioyee 15 coversd under a State Fian for
hoth Unempkyment nsurance and Tisabity
Insurance. }l

-~

: J~d‘\r,ww“‘\’“~m¢&\,\#‘ %‘-‘-L

Figure 10-46 Setup wage plan information for Kati Reynolds

Step 12. Click Finish. i
Step 13. You've finished setting up Kati Reynolds, your screen should look like Figure 10-47. '
QuickBooks

Payroil Setup Raview your Employea list
‘o 1 Istroduction
v 2Company Seiwp
+ AEmplayee Setup * Employee  Social Secuity Summary

= Employee List katiRarolds  233-22-4321

ATaxes i

5 Year-to-Dote Payrolls

& Fakshing Up

Figure 10-47 Progress in the Payroll Setup interview.

'ai:muoks Payroll Setup

Payroll Tax Item Setup

COMPUTER PRACTICE

The next section of the Payroll Setup Interview helps you set up the Payroll tax Items. Continue
on with the Payroll Setup Interview, following these steps:

Step 1. The first screen of the Payroll taxes setup is shown in Figure 10-48. Click Continue.

\

il
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'S ¥
QuickBocks Payroll Setup 5 Ei
k
QuickBooks
Payroll Setup Set up your payroll taxes
Vv 1Introduction
J 2 Company Setup : In, this section, we'l deiermire the approiale federal ard state Laxes for your location and help you set
2 Employee Setup i wo paymentmethads for your payrof taxes. Guther the fafovinginformaton o hely vou snsveer our
4 4 Taxes E o estons.
Federal taxes
State taxes » State unemployment insurance {SUT) contrbaton raz
Schedule paymests » State agency ID numberls)
5 Year-to-Dute Payrolls « Slate sssessment, surdharge, adminktratve or raning tax rates {f applcable)
. GFinishing Up * Tax deposits filing schedule {monthly or quarterly)
v If you don't krvovi vour state tax cates, 10 munbers, or depositffiing scheddles, contact
your state agency, Contactinformaton for state tax agendes 1s evaiable at tha
QuickBooks Payroll Tax infarmation veasite.
WWM~

Figure 10-48 Setting up Employees completed

; Step 2. QuickBooks displays the federal Payroll tax Items that have been set up for you (see
! Figure 10-49). Click Continue.
' QuickBoaks Payroli Setup
QuickBooks
Payroll Setup © Here are the federal taxes we set up for you
w1 11Introduectios .
i 1 Company Setup Chick Editif you need o review or make changes 1o any of thesa taxes.
' 3EmployeeSetwp :
i #Taxes ©* Federd Tax Description
(b Fedessl taxes Faderat i threiding Llsakrcon asFadera Wirhelding Ta
_ Sate taves . Advancs Eamed Incoma Credit Also known as AEIC
. Schedvle payments Federal Unemploymant &lso knowm as FUTA
i1 5Yearto-Uate Payrolis : Medicara Company Medicara Tax
i | &Fnishing Up : “editare Employee Medicare Tax
Sodal Sequrity Compary Also known a5 FICA
Scdal Sequrity Emplayes Also knawn ag FICA

Figure 10-49 Federal Payroll tax Items

Step 3. In the company file you are using, QuickBooks displays the Set up state payrolf taxes
window because the Unemployment Company Rate must be entered in manually
(since we are processing Payroll manually). Enter 3.4% in the CA — Unemployment
Company Rate field (see Figure 10-50). Press Tab to accept the entry and Finish to
move to review your state taxes.

rSet up state payrolf taxes

CA - EDD payments

IF yewste trywng to enter tax rates for 2012, yormust wait unbl Jandary 1st, 2112 to enter your new rates.

! Please be sure to update your state tnemployment nscrance {SUL) rate 2ach yaar. Secuse 2ach rate is
i epecficto each employer, CuickBooks cannot avtomatically updste your SUI rate, To get your SUIrate,
‘ please contact your state taxagency; visit the QuickBogks Payroll Tax Infenation website foryour state
; agency's contact .nfarmation.

i

~ CA - Disability Emplayez Rate 12% -

" CA - Employment Training Tax Company f D l% T v

Tax Year 2034
* CA - Unzmployment Company Rate: 34% Explain

{7 One or more of these tax rates changed in 2013

Figure 10-50 Entering in 3.4% in the California Unemployment Company Rate field — your screen may vary

Step 4. Review the state Payroll tax Items shown in Figure 10-51. Then click Continue.
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ulckBooks
Payroll Setup

" 1 Introdection

s 2Compeny Setep

‘v 3 Employee Setup

{4 Tawes

.y Federsitaxes
b State taxes
3 Schedule payments

iJ; 5 Year-to-Dale Payrolla
it GFimishingUp

(W 4. YW

CA - Withholding. Sate IcomeMWithhalding Tax
CA - Enployment Training Tax 1%

Figure 10-51 State Payroll tax ltems

Scheduling Your Tax Payments

COMPUTER PRACTICE

The next section of the Payroll Setup Interview helps you to schedule your tax payments.
Continue on with the Payroll Setup Interview following these steps:

Step 1. The first screen in the Payroll taxes section is shown in Figure 10-52. This is where
you set up the Vendor name for the payee on federal tax payments for Federal 940.
The default Vendor name is United States Treasury. However, since you'll most likely
make payments using the Electronic Federal Tax Payment System (EFTPS), the
sample data file has already been set up with a vendor called EFTPS. Select EFTPS as
the Payee (Vendor) you use to pay your liabilities for Federal taxes. In addition, select

" Payes

¥ reguired fizld

Set up payment schedule for Federal 940

Federal 940 payments include Federal Unemployment Insurance Tax. Why are these geouped?

Who is the cight payee?

“ Payment {deposit) frequency Qu]l;tcrlﬂu;usl %l:e;lileniw)i -
How often should [ pay these taxes? {Duie the last day of the month foliowing end of quarter.

‘Liabdhty of §500 or less can be carried to the next quarter,

: (F-pay due dates adjust to reflect Intuit's processing time.} *

! Q7g...
[} Let me use adifferant payment (deposit} frequency

Where can 1see the due dates for my deposits?

Quarterly from the drop down list in the Deposit Frequency field. Click Next.

o
¥
1

T T S e

LT e

T

=

T

ngure fb-SZ Set up payments for Federaf 940 -

Step 2. To set up payments for Federal 941/944, enter in the data shown in Figure 10-53
and click Next.
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Schedule Payments
Set up payment schedule for Federal 9417944
Federal 941/944 payments indude Federal Withholding, Sodaf Security, and Hedicsre. Why are thase groupsd?
" pavee EFTPS -
who is the right payee?
Payment {depasit) frequency Quarterly -
Hait gften should | pay these Laxes? (o e taut day of e Fuseth folyaing the end oFthe
quarter. Exampie: Apr 30, d 31, Oct 31, and jan 31, (£
pay dus dates adust to reflact intuts processng me.)
E\r‘he_re‘car:‘!se_gtheduedetesformvdeoosits?
(g ]
Figure 10-53 Set up payments for Federal 941/944
Step 3. To set up payments for California Withholding and Disability Insurance, enter in the
data shown in Figure 10-54 and click Next.
Schedule Payments L 2 i . B

Set up payment schedule for CA Withholding and Disability Insurance

CAwithhalding payments include Incomme Tax Withhaldings and State Disability Insurance. Wity arethese
Grovped?

" Pryen T T e
itho 5 the right payes?

* CA Employment Development Dept

Employer Atct No. {123-43678
Lilvaid r?
" Payment (deposit}fequency Quarterty e

tow often shauld1 pay these taxes? 1, o g gy day oF the manith fudar.ing e end of e
ruarter. Examgle: Apr 30, 3£ 31, Oct 31, and Jan 31. (E-
pay g dates adust toreflact Instut's processng bme,)

Hore..,

7§ Lat e use adifferent payment (deposit) frequency

where can [9ee the due dates for my deposits?

oo

Figure 10-54 Set'ﬁ_'o’ payments forCA UI and Emp!oyrﬁéhfﬁbfhing Tax

Step 4. To set up payments for California Unemployment Insurance (Ul) and Employment
Training Tax, enter the data shown in Figure 10-55 and click Finish.
Schedule Payments T TR A |
1 Set up payment schedule for CA U and Employment Training Tax
CA UT payments inclvde Unemplayment Insyrance and Emplayment Trainiag Tax, hy arethese grouped?
' Payer 0 -
wha is the right pavee?

' €4 Emplayment Development Dept
Employer Acct No. 1R3-45674
What nymber do ] anter?
~ Payment (deposit}fiequency Quartedy (sudl Frequency) v
Due the last day of the mont: follordng the end of e
quarter, Exampte: Ape 30, f 31, Oct 21, and Jan 51, (E-
iy ok dates adiust 1o refect Tntults processing time.)
. Hore.,,
P Let me use adifferent payment {deposit) frequency

wWhere can [ see the due dates for my denosits?
Crpgaed Bl

(conce

Fig'ufe 10-55 Set up .;baymerl?g for CA Wiht‘hhoiding and Disabifity Insurance
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Step 5. QuickBooks returns you to window where you can review the list of your scheduled
tax payments (see Figure 10-56). Click Continue to set up your year-to-date
amounts.

QuickBooks Payrol Sewp 8 by vt v e oo b SR ke i

| QuickBooks

Payroll Setup Review your Scheduled Tax Payments list
& 1 Introduction
-3 ;ms""" * Scheduted Payments Descrighion
‘-q' " Federal 40 Check\Guartery (usval frequency)
— jeral taxes Federal 417944 Check\Quarterly
%3 State Laxes CAVithholding and Disability Insurance Cheek\Guarterly

CA UL and Empioyment Tiaining Tax Ched:\Quarterly {usual frequency)

Figure 10-56 Review your Scheduled Tax Payments list

Setting up Year-to-Date Payroll Amounts

COMPUTER PRACTICE
Step 1. Click Continue on the Enter Payroll history for the current year window (Figure 10-57).
h - P Y
3 bt 1 sk D S e Oomid 1T TRl vl o) B W) BN D o Mot 3 o e 1
oo Fm— Yoy e Pyt 1
e - “
v et pot it it
Pyl Se— | A PR Y LT W o e e
- & ding g : AT o s, ok Lo oveirts Il bt ol e desh W
i e B L0 0 ST g Quacibs Fryrel.
O e et page, me Tl o e arr.vle sore shormalon ke wip 8 fewemre I yee need s relee
o iy vt per
. e lpbe o g dy orizin o
) 3]
Figure 10-57 Entering YTD Payroll Amounts
Step 2. On the window shown in Figure 10-58, click No and then click Continue.

If you were setting up your own Payroll in the middle of the year, you would click

Yes on this page and then QuickBooks would lead you down a set of screens where
you would set up each Employee’s Payroll history for the current year. However, this
example assumes that you're setting up Payroll at the beginning of the year, so click

Continue,
QuickBooks PayrollSelup 1.5+ 10ve. i o0 RS N =)
£ L
Payroll Setup Payrotl 1istory: Do you need to enter?
j :m To determine whether younesd 1o enter e -to-gate payrolks, pheass answer the folwing question.
¥ 3Emptopee Setup
o 4Taxes
‘J 5 Yoar-te-Date Payrols Has your company isucd paychedks i yer?
{ ",-’ Oetarmine If Readed Don't indude chedss you issued to independent contractoes {1099 workess).
" Payroll Summacy
1) 6 Finishing Up & Ho

o Yes

Mote IF youte not plamning o payng employees untl next year, or if voute switching from o
QuickBiocks Basic, Standard o Enhanced Payrol to Assistad Payecd, sehect Ho, !

LMW'W\.""\M L SWOITIINY et el I
Figure 10-58 Finished with YTD Payroll Amounts completed
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Finishing Up the Payroll Setup Interview

COMPUTER PRACTICE
Step 1. Click Go to Payroll Center on the Setup is complete window (see Figure 10-59).
.‘mia:,m D P D e e e ,;z,ip.ﬁ;!
QuickBooks ‘ i
Payroll Setup Setup is complete
W 1 Introdection
+ 2Company Setup i ik that yur payrcd 5 AT WD, ou CAN SIATE PAW] &fTp oS sing the Payrall Center. The Payvol i
7 3 Emplayee Setwp | Canter | shere you manige the most common payeol Lisks, inchrdng pajng employecs. pavmg tax and |
o aTanes other paywolTelated kabiives and sreparing your payrol tax Bings.
+ 5Year-to-Date Payrolls i
> 6 Fimizhing Up However, befone you explore the Payrol Genter, we strongly recommend thal you back up your
; QuickBooks company fie to protect al the setup data youhave antered.

i Tobadk up vour company e, dick Backug beow.

i Tocontrue lo the Fagrol Center, dck Go ta Payroll Center below.

7+ Fres Payeol Support

i : i
i : L fash ] P { Badwp 1 gotoPwrolcmer | |

figure 10-59 The Congratu»'atidns window

£

tnterFime> =% Excels %) wond>

B NewEmpbver.. D Mansge Employee Information ~ & Print= 1} )
[ | Employee Ixformation 7@ atach | [Eitmgores.. | Reports for this Employee |
Eiwete ¢ KaliRemods . T e
sorress KatiReyrokls  pawel Surrare
432 Enos Lane BT
Darrvile, CA 94501 e = Pad T OF Repeat
= Payrol Transac ton De lak
e | Pavrol Transacton Delad
: Ime Send boJGl Rewnods
i ' Hates { EdtNoteg:..
T T TumonPayrel
Shom [MlTrasoct... v Daie (M -
Traneaction Type Date ¥ .
Thera are o ransactons of Type AN Tr ansactions” n dats range "AY,
i

W LYY LTI P TR A U

Figure 10-6 0 I_Em,fiid;’/ee)(“:ehrter

Note:

: Because we are processing Payroll manually, the Employee Center does not

o display the Payroll tab. This tab displays only when Payroll is activated using a
Payroll activation key. '

Setting Up Employee Defaults

The Employee Defaults feature allows you to define defaults for your Employee records so that
: each time you add a new Employee, you don’t have to enter the same information over and
il over. For example, if you pay all your Employees weekly, you can set up the defaults for

; : weekly Payroll and that way you won’t have to enter the pay period on each new Employee

! i record. You don't have to use the Employee Defaults, but if you do, it will save you time and

] : reduce the likelihood of errors.

|_ COMPUTER PRACTICE

‘ To set up the Employee Defaults, follow these steps:
\

\

Step 1. From the Employee Center, select the Manage Employee Information drop-down and
select Change New Employee Default Settings as shown in Figure 10-61.
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Note:
Setting up Employee Defaults only applies to new Employees you will set up after

default settings are in place.

; = R e
@ PrpRoper CHe AT R s Mec iR, LR L :
Y HewEmployee... | (7 Hahant Eoployen information » Lme~ {3
= = Add / Edit Sales Rep
View [ Eiow vees | Change New Employee Default Settings b hokcls
— N 2idess KatiReyncdy
Narve X Akiach 432 £n0s Lane
| e, 501

Map | Declions

Figure 10-61 Selecting Employee Defauits from the Employee Center

Step 2. In the Employee Defaults window, Select <Add New> from the Payrofl Schedule drop-
down list as shown in Figure 10-62.

The Payroll Schedulfe function allows you to group together Employees with the same
pay frequency (i.e., weekly, bi-weekly, monthly, etc.} in order to make processing
Employees with various Payroll schedules convenient and easy.

| [ Employee & anvered by a guaified penion plan

Figure 10-62 Addmga ﬁ}ﬁ'fﬁ&y}ou Schedule

Step 3. QuickBooks displays the New Payroll Schedule window. Complete the schedule based
upon entries in Figure 10-63. Click OK to continue.

By PR G L AR A Ve R TR LR e T TR o

The information you provide will be used to areate a payroll schedule. What is 3 pavroll schedufe?
You ¢an set up muttiple payrel schedules if you need to. Why do I need multiple schedules?

Fell us how you'll be processing payrofl using QuickBooks: How do | set 2

What do you want to name this payroll schedule? {e.0., "Weekly”, "Bivwaekly”, "Monthly”, etc) fSenmnﬂiy
How often wil you pay your employees on this schedule? ESenimn@jffﬁvﬁqngpn_m) v'_

& semimonthly payroll schedule consists of a first and second pay period end date, and corresponding first and second
paychedk dates. Provide the day of the month for each of these four dates below.

1st Paycheck of the month: 4
Paychack day of the menth 1 ' v . for payperiod ending on  :last day of menth - B
2nd Paycheck of the month: iy
Paycheck day of themonth | 16 ~  forpayperiodendngon 1S - !i
4 - Al

i

Mynextcheddateis  0/16/2015 (W] forthenextpayperiodenddateon 01/15/2015  [W}

- T e E.. e g{ Caml]

Figure 10-63 New Payroll Schedule

Payroll Setup — Setting Up Employee Defaults




324 Payroll Setup — Setting Up Employee Defaults

Step 4. If QuickBooks displays the dialog box asking if the date is correct, click Yes.

Step 5. In Figure 10-64 QuickBooks asks if you would like to assign the new schedule to all
Employees with the Semimonthly pay frequency. Click Yes.

Assign Payroll Schedule -

Would you ke QuickBooks to assign this payrol
schedule to al of your employees with a Semimenthly
pay frequency?

Figure 10-64 Ass;gn defro!;f Schedule -d-ic-:.'og box

Step 6. Figure 10-65 displays the number of Employees assigned to the new schedule. This
information is helpful because it can alert you to assignment errors. Unfortunately,
there is no way to undo global assignments. Click OK.

QuickBooks Information -

1 of your employees have been assigned to the
Semimontly payrol schedule,

Figure 10-65 Number of Employees st]‘gned a schedule dialog box

Note:

The Payroll Schedules list can be viewed in the Payroll tab of the Employee
Center, which requires a Payroll subscription service from QuickBooks. In
addition, Payroll Schedules cannot be deleted or modified without a Payroll
subscription from QuickBooks.

Step 7. Complete the remaining information as shown in Figure 10-66, by clicking the fields
directly in the Additions, Deletions and Company Contributions section of the Employee
Defaults window. Also make sure to check the box, Use time data to create
paychecks, so that timesheet data can automatically transfer to the Employee’s
Preview Paycheck window.

Use the Employee Defaults window to set up the Payroll information that most of your
Employees have in common. In the pay period, enter how often most Employees are
paid. These are only defaults, so entering something here does not preclude you

from overriding your choices for an individual Employee.
[ Employee Defautts el o
Earmings Payrol | semimonttey | X ]
Item Name !im-thrdeabT‘ Schedue R
/2, Day Frequency Somimonibly - |
7 aas b ~i{ . te |
| ] Use time dala to creake paychecks 2 :
Additions, Deductions and Company Contributions
Ttem Name Amount Limit | [ Tawes. |
40 1k Deduction -“4.0% -16,500.00 =~
Maich 301k 20%| 550000 L]
Medicdl insurarke: -100.00
] emphoyee 15 covered by & gualied parion plan

Lngure‘ 10-66 Emp!oyéé Defaults window

Step 8. Verify that your screen matches Figure 10-66, and then click Taxes.
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Default settings for taxes

COMPUTER PRACTICE

Step 1. In the Taxes Defaults window, leave the default Federal tax settings as shown in
Figure 10-67 and click the State tab.

Advance Earned Income Credit
Federal Unemployment Tax {Company Paid)

b s T

what if this employee is subject to Nonresident Alien Withholding?

¢/

T R T s e LT S AR o T T T T A P S R P B RN T L L 1

F‘fg‘uré"’i 0-6 7 Taxes Defaults - Federal

Step 2. On the State taxes default window, select CA from the State drop-down list in both
the State Worked and State Subject to Withholding sections (see Figure 10-68).
This window will vary depending on the states you choose. Then click the Other tab.

P
Jaxes Defaults . i3

Federd | State | Other |

State Worked
T T Ty
State [CA v [¥)sul (Company Paid) sbl
State Subject to Withholding
State  cA v

T T

T T T T

Figure 10-68 Taxes Defaults - State -

Step 3. Select CA — Employment Training Tax in the /tem Name section as shown in Figure
10-69. Then click OK,

If your State has local taxes, the Other tab should include the local taxes you must
withhold or accrue.
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-
Taxes Defaults

ﬁ st [ ather |

Ttem Name TYPE | reen
CA - Employment Trainng Tax [CA - Employment Training Tax  +
<~ selact Other Tax [}
-
Pickoawzas:| !

Previous Local Data {For reference only}

Fr‘guré 10-69 Takés Defaults - Other

Note:

If your Employees are subject to any of the local taxes that are supported by
QuickBooks, you can add those taxes here. If your local tax is not supported
directly by QuickBooks, you should set up a User Defined - Other tax. See Payroll
Taxes (Local) in the QuickBooks onscreen help for more information on these
taxes.

Default Settings for Sick/Vacation Time

COMPUTER PRACTICE
Step 1. On the Employee Defauits window, click Sick/Vacation (Figure 10-70).

This is where you choose sick and vacation time settings to match your company
policies. You can choose Beginning of year if your policy is to give each Employee a
set number of hours per year. If Employees earn sick or vacation time for each pay
period, then choose Every paycheck. You can also choose to accrue sick and vacation
based on the number of hours worked or just once per year. Select the appropriate
option from the Accrual period drop-down list.

r
Employee Defaults
- Payrol | S
1tem Name Hourly /Anrual Rats I Schedie ikl MG
B sy (et -] ol )
- Gess I N
:  whatis o pavrel schedide? :
[¥] Use time data to eate paychecs :
Additions, Deductions and Company Contributions E i
Ttem Name Amaunt Limit 1
401k Daduction -4.0% -16,500.00 =~
Match 401k 20% 5,500.00
Medical Insurance -100.00
-

[7] Employee is covered by a gualified pension plan

=

IR ST PR R T T i 2 )

.Eigure 10-70 E}ﬁpiéyee Defauilts window

Step 2. Since Academy Photography only offers its Employees vacation time, we will only set

up vacation defaults.
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Step 3. In the Vacation section, select Every paycheck from the Accrual period drop-down list
to indicate how often you want vacation hours accrued.

Step 4. Enter 3:00 in the Hours accrued per paycheck field and press Tab.

Step 5. Enter 200:00 in the Maximum number of hours field.

Step 6. Leave Reset hours each new year? unchecked.

Step 7. Leave Sick and vacation hours paid unchecked.

Step 8. Check Overtime hours paid.

Step 9. Verify your results match Figure 10-71. Click OK to save your work on this window,

then click OK on the Employee Defaults window to save your changes.

 Masdmum number of hours : - ks

i _Rﬁethurseadlmyer?

Yacation

; Hours accrued per paycheck
- Maydmum number of hours
| Resethurseg_dmewyeu" :
Sick and Vacation Acarual :
' Do not acaue employee sick and vacation hours for:

*[F] sick and vacation hours paid

T e

Figure 10-71 Sick and Vacation B
The Employee Contact List report

You can print a list of Employees by following the steps below.
COMPUTER PRACTICE

Step 1. Select the Reports menu, select List, and then select Employee Contact List (see
Figure 10-72).

Academy Photography Payroll Setup Chapter
Employee Contact List

Employee @ 55 No. ¢ Phone ® Addreas « Gender <
Kati Reynokds 333-22-4321 432 Enos Lane Danvile, CA 94501 Fermale 4

7p

LT P

gure 70-

Contact List
Step 2. Click Print at the top of the report and follow the prompts to print the report. Then,
close the Employee Contact List report.
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Review Questions

Multiple Choice

Select the best answer(s) for each of the following:

1. An easy and convenient way to process Payroll in QuickBooks for Employees on
different Payroll schedules would be to:

a)  Move all Employees onto a singte schedule

b) Use the Payroll Schedule function in QuickBooks
¢}  Outsource Payroll

d)y  Make all Employees independent contractors

2. Which of the following Payroll periods is not an option in QuickBooks?

a)  Quarterly

b}  Biweekly

¢)  Daily

d) Semiannually

3. Which Payroll Item cannot be created in the Payroll Setup Interview:

a) Commissions

b) Bonus

c) Medical Insurance Deduction

d)  You can create all Items above during the Payroll Setup Interview

4, Which is not an option when setting the accrual period for sick and vacation time?

a)  Beginming of year

b)  Every month

c) Every paycheck

d)  Every hour on paycheck

5. The Payroll Setup Interview will not allow you to:

a)  Edit the default name for Payroll Items

by  Associate deduction and withholding Items with Vendors
¢)  Set the pay rate for an Employee

d) Add two Employees with exactly the same name

Payroll Setup Problem 1

APPLYING YOUR KNOWLEDGE

| Restore the PRSetup-11Problem1.QBM file.

1. Verify that your Chart of Accounts has the accounts shown in Table 10-3 below. These
accounts have already been set up for you in the problem template.

¢6500£I'Payrnll Expenses o

i|#24000 : Payroll Lizbilities Ckher Current Liability i} 8/ 65010 ' Gross Wages
i| +24010 * Company Payroll Taxes Payable Other Current Liability 3} §|  +65030 + Payroll Tax Expense

+24020 ' Employee Payroll Taxes Payable Other Current Liablity }} [ 65040 - Employes Benefits
]  +24030  Other Payroll Liabilitles Other Current Liability ; 4 268050 ' Officer's Compensation _!

. , poy s
Table 10-3 Chart of Accounts for Payroll Setup
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2. Using the Payroll Setup Interview, add the Payroll Items shown in Table 10-4.

Item Name

Setup Notes

& (a) Salary
4§ Regular

This Item should point to Gross Wages, a subaccount of the Payroll
Expenses account.

¥ (b) Hourly
# Regular

This Item should point to Gross Wages, a subaccount of the Payroll
Expenses account.

# (¢} Hourly
8 Double-time

This [tem should point to Gross Wages, a subaccount of the Payroll
Expenses account.

§ (d) Hourly
B Time-and-a-half

This Item should point to Gross Wages, a subaccount of the Payroll
Expenses account. -

(e} Commission

Add a 4% commission Item. This Item should point to Gross Wages, a
subaccount of the Payroll Expenses account. Commissions are calculated
based upon percentage of sales.

¥ (O Health
' Insurance

Use Health Insurance (taxable) Item to set up this Item. Leave the payee
and account number fields blank. Use “Payroll Liabilities:Other Payroll
Liabilities” to track the withholding. Employee pays for all of it and it is
deducted after taxes at a flat rate of $50.00. Select all other defaults.

g (8) 401(k)
Employee

Payee is Merrill Lynch. Account number with Merrill Lynch is "99-
1123456.” Liability account is “Payroll Liabilities:Other Payroll Liabilities,” |
Tax Tracking type is “401(k),” and you should use the standard tax
settings. The default rate is 4% as a percentage of pay and the default limit
is $16,000. This is a traditional 401(k) and not a Roth 401(k). :

(h) Match
401(K)

Track this expense by Job. Payee is Merrill Lynch; Account number is
“99-1123456." Expense account is “Payroll Expenses: Employee Benefits.”
Liability account is “Payroll Liabilities:Other Payroll Liabilities.” Expense is |
“Payroll Expenses: Employee Benefits.” Tax Tracking type is “None.” Use
standard tax settings. The default rate is 2% and the default limit is
$5,500.00.

(i) Salary
Vacation

This Item should point to Gross Wages, a subaccount of the Payroll
Expenses account.

¥ (i) Hourly
f Vacation

This Item should point to Gross Wages, a subaccount of the Payroll
Expenses account.

A (k) Salary Sick

This Item should point to Gross Wages, a subaccount of the Payroll
Expenses account.

(1) Hourly Sick

Table 10-4 Add these Payroll Items.

This Item should point to Gross Wages, a subaccount of the Payroll
Expenses account.

Payroll Setup - Review Questions




330 Payroll Setup - Review Questions

3. Setup a new Employee with the following information:

Field Data

First Name Casey

M.L

Last Name Miller

Print on check as Casey Miller

Employee Status Active

Address 5990 Fog Ave,
San Francisco, CA 94555

Employee Tax Type Regular

SS No. 123-12-3123

Hire Date 7/1/2009

Release Date

Date of Birth 04/16/1975

Gender Femnale

Pay Period Weekly

Earnings Hourly Regular - Rate 328 per hour (leave all other fields
blank)

Additions, Deductions, 401(k) Employee (4%), limit $16,000.00

and Company Match 401(k) (2%), limit §5,500.00

Contributions Health Insurance {$50)

Sick/Vacation Settings 3 hours sick time per paycheck, maximum 80 hours
3 hours vacation time per paycheck, maximum 200 hours :

Employee Works and Works - CA; Lives - CA; Did not live or work in another stafe |

lives ’

Federal Filing Status Single, O Allowances; Nonresident Alien Withholding: Does
not apply; HIRE Act Exemption: Not a qualified employee;
Subject to Social Security, Federal Unemployment, Medicare

State Filing Status CA - Filing Status Single 0 regular withholding allowances;
subject to Unemployment, Employment Training tax, and
Disability; not subject to any special local taxes

Wage Plan Code § (State Plan For Both UT and DI)

Table 10-5 New Employee setup information

4. Enter the Unemployment Rate for State Payroll Taxes as shown in Table 10-6.

& Item Name Setup Notes

f Payee EDD

{ California Tax | 123-4567-8

4 1D
Deposit Quarterly
Frequency

Jstate 3.4%

B Unemployment
§ Rate

“Table 10-6 Setup for state Payroll taxes EDD Payments
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5. Select EFTPS as the Payee (Vendor) for United States Treasury Payments. You deposit
your taxes quarterly. You use this to pay your liabilities for Federal taxes. Click
Continue to skip Federal Taxes window.

6. For the State Payroll taxes, setup the Payee, Employer Acct. No, and Payment Frequency
from Table 10-6 above.

7. Do not set up YTD amounts. On the Payroll History: Do you need to enter? screen, select
No. Click Go to Payroll Center to complete the Payroll Setup Interview.

8. Set up your Employee Defaults for the following:

# Field Name Setup Notes
(a) Payroll Schedule Weekly

(b) Additions, 401(k) Employee (-4%j), Maximum -16,000.00

B Deductions and Match 401(k) (2%), Maximum $5,500.00

Ml Company Contributions | Health Insurance (-$50 per paycheck)

¥ (c) Federal Taxes Filing Status: Single

: Subject to: Social Security, FUTA, Medicare
(d) State Taxes Default State Worked: CA

i Default State Subject to Withholding: CA

fl (e) Other Taxes CA - Employment Training Tax

(£} Sick Hours Accruals Accrual Period: Beginning of Year
Hours Accrued at Beginning of Year: 40
Maximum number of hours: 80

Reset hours each new year

# (g) Vacation Hours Accrual Period: Beginning of Year

¥ Accruals Hours Accrued at Beginning of Year: 80
Maximum number of hours: 200

Do not reset hours each new year.

Table 10-7 Employee default settings
9. Create a Payroll Item Listing Report. Select the Reports menu, then choose List and then

choose Payroll Item Listing. Modify the Report to include the Payabie To column and
then print the report. Set the report to print on one page wide.

10. Create an Employee Contact List Report. ;
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